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SUBJ: IMPACT OF RECENT UNREST ON GOSL ECONOMIC POLICIES 

REE: (A) FREETOWN 530 (NOTAL, (B) FREETOWN 518 AND OTHERS (NOTAL) 

1. SUMMARY: THE RECENT TENSION AND UNREST WITHIN SIERRA LEONE 
HAS LED PRESIDENT STEVENS TO PUT POLITICAL CONSIDERATIONS 
BEEORE ECONOMIC ISSUES AND TO BACK AWAY FROM EVEN THE LIMITED 
EFFORT AT ECONOMIC STABILIZATION THAT HAD BEEN BEGUN IN AN 
EFFORT TO OBTAIN AN IMF STANDBY AGREEMENT. STEVENS HAS RES- 
CINDED RECENTLY IMPOSED EXCISE DUTIES ON GASOLINE, TOBACCO 
AND OTHER ITEMS WITHOUT REDUCING GOVERNMENT EXPENDITURE, 

THUS ASSURING A SIGNIEICANT BUDGET DEFICIT. EXCISE DUTIES 

WERE ONLY ONE PART OF A PACKAGE OF PRECONDITIONS IMF SOUGHT 
TO IMPOSE ON SIERRA LEONE BEFORE MAKING STANDBY CREDIT AVAIL- 
ABLE. STEVEN'S ACTIONS MAKE ACHIEVEMENT OE IMF STANDBY AGREEMENT 
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UNLIKELY IN THE FORESEEABLE FUTURE. THIS IN TURN MEANS A DELAY 
OR CANCELLATION OF PROJECTS AND AGREEMENTS CONTINGENT ON 
THE AVAILABILITY OF IMF STANDBY CREDITS. END SUMMARY 

2. IN LATE JANUARY GOSL MOVED TO COMPLY PARTIALLY WITH IMP 
PRECONDITIONS FOR STANDBY AGREEMENT BY INCREASING EXCISE TAXES 
ON SOME 15 ITEMS IN ORDER TO RAISE AN ADDITIONAL LE 15 MILLION 
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IN REVENUE. COINCIDENT WITH THE ANNOUNCEMENT OF THESE INCREASES, 
STUDENTS AT FOURAH BAY COLLEGE STAGED A PROTEST DIRECTED AT 
PRESIDENT STEVENS. IN NATIONWIDE DISTURBANCES WHICH FOLLOWED, 
(REETELS) WIDESPREAD DISSATISEACTION WITH ECONOMIC SITUATION 
BECAME APPARENT. GOSL'S HALE-HEARTED EFFORT AT COMPLIANCE WITH 
IME REQUIREMENTS WAS ABANDONED WHEN STEVENS DECIDED TO SEEK 
POLITICAL SUPPORT BY ROLLING BACK TAXES. 

3. SOURCES IN GOSL REPORT THAT PRESIDENT STEVENS WROTE 
WORLD BANK VICE PRESIDENT ROGER CHAUFOURNIEV IN LATE JANUARY 
THAT STEPS WERE BEING TAKEN TO INCREASE TAX REVENUE. GOSL 
APPARENTLY HAS NOT NOTIFIED WORLD BANK OR IME OFFICIALS OF 
REVERSAL. 

4. WITH REVERSAL ON TAXES, ACHIEVEMENT OF AN IMF STANDBY 
AGREEMENT BECOMES LESS LIKELY. THIS IN TURN THREATENS DEVELOP- 
MENT PROJECTS WHICH ARE CONTINGENT ON APPROVAL OP STANDBY, 
NOTABLY THE IDA INTEGRATED AGRICULTURE DEVELOPMENT PROJECT, 

THE WORLD BANK LOAN FOR ELECTRICITY CORPORATION AND OTHER WORLD 

BANK PROJECTS. PARIS CLUB RESCHEDULING OP POREIGN DEBT IS ALSO 
DEPENDENT ON AGREEMENT WITH IMF. 

5. THE EXCISE TAX ROOLBACK MEANS A LARGER PROJECTED GOVERNMENT 
DEFICIT, WHICH PROBABLY WILL BE FINANCED BY FURTHER EXPANSION 
OF DOMESTIC CREDIT. PAST EXPANSION OF CREDIT HAS INCREASED 
DEMAND POR IMPORTS AND WORSENED BALANCE OF PAYMENTS DEPICIT. 
SAMUELS 
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